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DEPARTMENT  OF  TRANSPORTATION 

Federal  Railroad  Administration 

[Docket  Nos.  RFA-305-81-1  and  RFA-305- 
81-2;  Notice  No.  4] 

Consolidated  Rail  Corp.;  Expedited 
Supplemental  Transaction  Proposals; 
Administrative  Determination  and 
Notice  of  Petition 

agency:  Federal  Railroad 
Administration  (FRA),  DOT. 

ACTION:  Administrative  determination 
regarding  the  transfer  of  Consolidated 
Rail  Corporation  (Conrail)  lines  in 
Connecticut  and  Rhode  Island  and 
notice  of  intent  to  Hie  a  petition  for  a 
transfer  order  with  the  Special  Court. 

summary:  FRA  announces  its  plan  to 
transfer  Conrad's  lines  in  Connecticut 
and  Rhode  Island  and  to  continue 
service  over  those  lines  for  a  period  of 
at  least  four  years.  The  plan  is  required 
by  recently  enacted  legislation.  FRA’s 
plan  transfers  all  Conrail  lines  in  Rhode 
Island  and  that  portion  of  the  Shore 
Main  Line  from  Old  Saybrook, 
Connecticut,  to  the  Rhode  Island  border 
to  the  Providence  &  Worcester  Railroad 
Company  (P&W),  requires  that  no 
surcharge  be  imposed  for  at  least  18 
months  on  the  Torrington  line  and  that 
daily  service  be  provided  on  that  line  if 
required,  and  otherwise  follows  the  plan 
set  forth  in  the  coordinated  proposals  of 
Conrail  and  the  Boston  &  Maine 
Railroad  (B&M).  FRA  will  petition  the 
Special  Court,  Regional  Rail 
Reorganization  Act  of  1973  (Special 
Court),  to  enter  an  order  implementing 
this  plan. 

dates:  The  determinations  expressed  in 
this  notice  will  be  incorporated  in  a 
petition  that  will  be  filed  with  the 
Special  Court  not  later  than  December 
11, 1981.  Under  Rule  18  of  the  Special 
Court,  parties  with  legal  standing  that 
wish  to  intervene  may  be  required  to  do  ' 
so  within  7  days  of  the  date  this  notice 
is  published  in  the  Federal  Register. 

FOR  FURTHER  INFORMATION  CONTACT: 
Steve  Black,  Office  of  Federal 
Assistance,  FRA,  (202)  472-7180. 
SUPPLEMENTARY  INFORMATION:  The 
bankruptcy  of  a  number  of  railroad 
companies  serving  the  Northeast, 
notably  the  Penn  Central  Transportation 
Company,  during  the  early  1970’s  caused 
the  Congress  to  enact  the  Regional  Rail 
Reorganization  Act  of  1973  (3R  Act), 
which  provided  a  mechanism  for  the 
reorganization  of  the  properties  of  the 
bankrupt  railroads  into  one  or  more  new 
railroad  under  the  auspcies  of  the 
United  States  Railway  Association 
(USRA).  USRA  prepared  the  Final 


System  Plan,  which  created  Conrail  as  a 
single  successor  to  the  bankrupt 
railroads.  The  Final  System  Plan  was 
implemented  under  amendments  to  the 
3R  Act  made  by  Title  VI  of  the  Railroad 
Revitalization  and  Regulatory  Reform 
Act  of  1976  (4R  Act). 

Section  610  of  the  4R  Act  added  a  new 
section  305  of  the  3R  Act,  which 
provides  for  the  further  reorganization 
of  the  Northeast  rail  system  through  the 
development  of  Supplemental 
Transactions.  Supplemental 
Transactions  may  be  developed  by  the 
Secretary  of  Transportation  (the 
Secretary)  or  USRA,  and  either  the 
Secretary  or  USRA  may  petition  the 
Special  Court  for  an  order  directing 
Conrail  to  carry  out  the  transaction.  The 
Special  Court  is  required  to  issue  such 
an  order  if  it  determines  that  a 
Supplemental  Transaction  is  in  the 
public  interest,  consistent  with  the  goals 
of  the  3R  Act  and  Final  System  Plan, 
and  fair  and  equitable. 

One  Supplemental  Transaction  has 
been  developed  under  the  provisions  of 
section  305.  In  April,  1979,  the  Secretary, 
in  response  to  a  petition  from  the  State 
of  Connecticut,  developed  a 
Supplemental  Transaction  proposal  to 
convey  to  the  P&W  ConraiPs  27-mile 
Norwich  Branch  between  Plainfield  and 
Groton,  Connecticut,  and  Conrail’s  3- 
mile  Groton  Old  Main  Line  at  Groton.  In 
February,  1980,  the  Secretary  petitioned 
the  Special  Court  for  an  order  directing 
Conrail  to  carry  out  the  transaction,  and 
on  May  28, 1980,  the  Special  Court 
issued  the  order  and  set  the  purchase 
price  at  $2,750,000.  The  P&W 
commenced  operations  on  the  Norwich 
Branch  and  Groton  Old  Main  Line  on 
June  1, 1980. 

Title  VI  of  the  Staggers  Rail  Act  of 
1980  added  a  new  subsection  (f)  to 
section  305  of  the  3R  Act.  Subsection  (f) 
provided  for  development  of  an 
Expedited  Supplemental  Transaction 
proposal  to  transfer  all  of  Conrad's 
remaining  properties  in  the  States  of 
Connecticut  and  Rhode  Island  to 
another  railroad  in  the  region. 
Subsection  (f)  required  the  Secretary  to 
determine  by  May  27, 1981  whether  to  , 
develop  such  a  proposal.  The  Secretary 
was  required  to  develop  an  Expedited 
Supplemental  Transaction  proposal  if  he 
could  make  three  statutory  findings 
regarding  the  prospective  purchaser,  but 
he  was  not  required  to  petition  the 
Special  Court  for  an  order  directing 
Conrail  to  implement  the  proposal.  On 
December  29, 1980,  the  Federal  Railroad 
Administrator  (Administrator),  as 
delegate  of  the  Secretary,  solicited 
Expedited  Supplemental  Transaction 
proposals  from  prospective  purchasers 
and  public  comments  (45  FR  85542). 


Only  the  P&W  submitted  a  proposal  by 
the  February  27, 1981  deadline.  On  April 
16, 1981,  the  Administrator  published  a 
preliminary  determination  that  he  could 
not  make  the  three  affirmative  statutory 
determinations  that  were  a  condition 
precedent  to  initiating  an  Expedited 
Supplemental  Transaction  proposal 
under  section  305(f),  and  solicited  public 
comment  (46  FR  22300).  On  June  4, 1981, 
the  Administrator  published  a  final 
determination  that  he  could  not  make 
two  of  the  three  statutory 
determinations  required  by  section 
305(f)  (46  FR  30019). 

While  considering  the  Northeast  Rail 
Service  Act  of  1981  (NERSA)  the 
Congress  once  again  devoted 
considerable  attention  to  rail  service  in 
southern  New  England.  Legislation 
passed  by  the  House  of  Representatives 
would  have  required  the  Secretary  io 
petition  the  Special  Court  within  60  days 
for  an  order  directing  Conrail  to  transfer T 
its  remaining  properties  in  Connecticut 
and  Rhode  Island  to  "another  railroad  in 
the  region.”  Conrail  would  not  have 
been  eligible  to  retain  any  of  its 
properties  in  either  state  (127  Cong.  Rec. 
H3690,  June  26, 1981). 

Legislation  passed  in  the  Senate,  on 
the  other  hand,  would  have  conferred 
discretionary  authority  on  the  Secretary 
to  transfer  Conrad's  properties  in 
Connecticut  and  Rhode  Island  (127 
Cong.  Rec.  S7060,  7062,  7064,  7094;  June 
25, 1981).  On  August  13, 1981,  the 
President  signed  into  law  the  Omnibus 
Budget  Reconciliation  Act  of  1981,  Pub. 

L  97-35,  which  included  NERSA. 

Section  1155  of  NERSA  amended  section 
305(f)  of  the  3R  Act  to  require  the 
Secretary  to  petition  the  Special  Court 
within  120  days  (by  December  11, 1981) 
to  transfer  "some  or  all”  of  Conrad's 
remaining  properties  in  Connecticut  and 
Rhode  Island  to  one  or  more  railroads  in 
the  region  under  a  plan  providing  for 
continuation  of  service  for  at  least  four 
years  on  all  properties  operated  by 
Conrail  as  of  the  effective  date  of 
NERSA.  Conrail  is  permitted  to  be 
included  as  a  transferee  railroad  if  it 
agrees  to  maintain  service  over  any 
lines  it  retains  for  at  least  four  years. 

Section  305(f),  as  amended,  requires 
the  transfer  of  some  or  all  of  Conrad’s 
lines  in  Connecticut  and  Rhode  Island  to 
one  or  more  railroads  that  have: 

(1)  Submitted  to  the  Secretary  a  plan 
to  assume  all  of  Conrad's  freight 
operations  and  freight  service 
obligations  in  Connecticut  and  Rhode 
Island  for  a  period  of  at  least  four  years; 

(2)  Concluded  an  agreement  with 
Conrad  to  assume  all  of  Conrad’s  freight 
operations  and  freight  service 
obligations  in  Connecticut  and  Rhode 
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Island  for  a  period  of  at  least  four  years; 
or 

(3)  Submitted  to  the  Secretary,  prior  to 
May  1, 1981,  a  proposal  to  assume  all  of 
Conrail's  freight  operations  and  freight 
service  obligations  in  Connecticut  and 
Rhode  Island. 

Section  305(f),  as  amended,  requires 
the  Secretary  to  promote  the  transfer  of 
non-mainline  Conrail  properties  in 
States  adjacent  to  Connecticut  and 
Rhode  Island  that  connect  with  lines  in 
Connecticut  and  Rhode  Island  if  such  a 
transfer  is  required  to  permit  efficient 
and  effective  rail  operations  consistent 
with  the  public  interest.  It  requires  the 
Special  Court  to  determine  a  fair  and 
equitable  price  for  the  properties  to  be 
transferred,  establish  fair  and  equitable 
divisions  of  joint  rates  over  through 
routes  if  the  parties  cannot  agree  on 
such  divisions,  and  establish  a  method 
to  ensure  that  such  divisions  are 
promptly  paid. 

Section  1155  of  NERSA  also  added  a 
new  subsection  (g)  to  section  305.  which 
mandates  a  separate  Expedited 
Supplemental  Transaction  for  the 
transfer  of  five  lines  located  primarily  in 
the  Commonwealth  of  Massachusetts. 
That  process,  which  was  assigned 
Docket  No.  RFA-305-81-2,  has  been 
administered  in  conjunction  with  the 
Connecticut/Rhode  Island  proceeding 
because  of  the  many  issues  common  to 
both.  FRA’s  determinations  with  respect 
to  the  five  Massachusetts  lines, 
however,  are  treated  in  Notice  No.  5, 
which  is  published  separately  in  this 
issue  of  the  Federal  Register. 

Chronology  of  Notices  and  Public 
Meetings 

On  August  21, 1981,  the  Administrator, 
as  delegate  of  the  Secretary,  published 
Notice  No.  1  to  announce  that  informal 
conferences  would  be  held  to  assist  in 
structuring  the  discussions  required  by 
section  305(f),  as  amended,  and  to  solicit 
the  participation  of  prospective 
purchasers  (“prospective  purchasers'* 
includes  Conrail  except  as  the  context 
otherwise  requires)  and  other  interested 
parties  (46  FR  42565).  Conferences  were 
held  on  August  31, 1981  at  New  Haven, 
Connecticut,  and  on  September  1, 1981 
at  Springfield,  Massachusetts.  On 
September  11, 1981,  seven  railroad 
companies  filed  preliminary 
declarations  of  interest  in  acquiring 
some  or  all  of  Conrail’s  lines  in 
Connecticut  and  Rhode  Island.  On 
September  17, 1981,  the  Administrator 
published  Notice  No.  2,  announcing  that 
an  additional  informal  conference  would 
be  held  to  brief  interested  parties  on  the 
status  of  the  Supplemental  Transaction 
process  and  to  solicit  public  comments, 
with  particular  emphasis  on  the 


comments  of  rail  shippers  (48  FR  46271). 
This  informal  conference  was  held 
September  28, 1981  at  Providence, 

Rhode  Island. 

On  September  24, 1981,  the 
Administrator  published  Notice  No.  3, 
which  established  deadlines, 
information  requirements  and  guidelines 
for  the  Supplemental  Transaction 
process  (46  FR  47165).  Notice  No.  3 
established  October  23, 1981  as  the 
deadline  for  the  receipt  of  purchase 
proposals  and  November  6, 1981,  as  the 
deadline  for  comments  on  the  purchase 
proposals.  The  Administrator 
subsequently  notified  the  parties  that  he 
would  hold  the  docket  open  as  long  as 
practical  to  receive  additional  public 
comments.  All  comments  received 
through  December  7, 1981,  were 
considered  in  developing  this  notice  and 
the  Administrator’s  petition  to  the 
Special  Court. 

Proposals 

On  October  23, 1981,  the 
Administrator  received  three 
Supplemental  Transaction  proposals 
pursuant  to  section  305(f),  as  amended. 

A  summary  of  these  proposals  follows. 

P&W 

The  P&W  proposed  to  acquire  all 
Conrail’s  freight  operations  and  freight 
service  obligations  in  Connecticut  and 
Rhode  Island.  In  New  York  State,  it 
proposed  to  acquire  Conrail’s  freight 
service  obligation  on  portions  of  the 
Shore  Main  Line,  a  portion  of  the 
Maybrook  Branch,  and  the  Beacon 
Secondary.  It  also  proposed  to  acquire  a 
portion  of  the  Hartford  Main  Line  in 
Massachusetts.  The  P&W  sought  run- 
through  train  service  with  Conrail  from 
Selkirk  Yard,  near  Albany,  New  York,  to 
Connecticut.  The  P&W  guaranteed  to 
provide  daily  service  if  required  on  all 
lines  it  acquired  in  Connecticut  and 
Rhode  Island,  and  to  upgrade  most  of 
the  lines  to  permit  25  m.p.h.  operation.  It 
pledged  not  to  impose  surcharges  on 
shippers  located  on  lines  it  acquired. 

The  P&W  assumed  in  preparing  its 
proposal  that  it  would  pay  $0  for  the 
Conrail  properties  it  would  acquire,  as 
well  as  50  road  switcher  locomotives 
and  400  freight  cars. 

The  P&W  proposed  that  it  receive  the 
so-called  “New  Haven”  divisions,  which 
are  the  divisions  of  joint  rates  over 
through  routes  agreed  to  by  the  former 
New  York,  New  Haven  &  Hartford 
Railroad  (New  Haven)  and  its 
connections,  with  a  minimum  of  $400  per 
car.  The  divisions  vary  depending  upon 
the  point  at  which  traffic  interchanged. 


Conrail /B&M 

Conrail  and  the  B&M  submitted 
coordinated  proposals  which,  taken 
together,  would  continue  all  Conrail 
freight  operations  and  freight  service 
obligations  in  Connecticut  and  Rhode 
Island  for  a  period  of  at  least  four  years. 
The  B&M  offered  to  assume  Conrail’s 
freight  operations  and  freight  service 
obligations  in  Rhode  Island  and  on  the 
Berlin,  New  Britain,  Terryville,  Avon, 
Canal,  Waterbury,  Torrington,  Griffins 
and  Wethersfield  lines  in  Connecticut. 

Its  offer  contemplated  a  grant  of 
trackage  rights  to  the  B&M  between 
Springfield,  Massachusetts,  and  New 
Haven;  reciprocal  switching  rights  for 
certain  traffic  at  New  Haven,  North 
Haven,  Wallingford,  Newington, 
Hartford,  East  Hartford,  Windsor, 
Windsor  Locks,  and  Suffield, 
Connecticut;  and  the  right  to  move 
contract  cars  over  Conrail  lines  to  the 
Long  Island  Railroad  at  Fresh  Pond, 

New  York.  Under  the  offer,  Conrail 
retained  all  other  freight  operations  and 
freight  service  obligations  in 
Connecticut. 

Conrail  and  the  B&M  both  stated  that 
the  purpose  of  their  coordinated 
proposals  was  to  increase  shipper 
options  for  single  line  freight  service  to 
Connecticut  and  Rhode  Island  by 
dividing  operations  in  the  two  states  so 
as  to  retain  Conrail's  present  east-west 
service  and  to  introduce  single  line  B&M 
service  for  north-south  traffic  to  upper 
New  England  and  Canada  that  is  now 
interchanged  between  the  B&M  and 
Conrail  at  Springfield. 

Conrail  proposed  to  continue  current 
service  levels,  subject  to  a  number  of 
adjustments  in  its  operations  stemming 
from  a  systemwide  program  to  improve 
efficiency.  It  initially  reserved  the  right 
to  impose  surcharges  under  the 
provisions  of  the  Staggers  Rail  Act  of 
1980  on  lines  and  traffic  it  would  retain, 
but  later  agreed  not  to  impose 
branchline  surcharges.  It  proposed  to 
maintain  the  lines  it  retained  at 
approximately  current  levels.  The  B&M 
proposed  service  levels  approximately 
equal  to  current  service  levels.  The  B&M 
initially  offered  to  reduce  the  current 
Conrail  surcharge  on  the  Torrington  line 
to  $250  per  car,  and  to  impose 
surcharges  on  Rhode  Island  traffic  only 
under  limited  circumstances.  It  later 
agreed  not  to  impose  a  surcharge  on  the 
Torrington  line  for  18  months  and  not  to 
institute  a  surcharge  thereafter  if  traffic 
on  the  line  returns  to  the  1979  level. 

The  Conrail/B&M  proposal 
incorporated  a  divisions  agreement,  and 
the  B&M  offered  $1.1  million  for  the 
properties  and  rights  it  would  acquire. 


61596 


Federal  Register  /  Vol.  46.  No.  242  /  Thursday,  December  17,  1981  /  Notices 


Conrail  accepted  the  offer  for  the 
purpose  of  filing  the  coordinated 
proposals,  but  reserved  the  right  to 
reopen  the  purchase  price  issue  with  the 
Secretary  and  before  the  Special  Court. 

S.M.  Pinsly  Company 

The  S.M.  Pinsly  Company  (Pinsly) 
initially  offered  to  acquire  Conrad's 
Willimantic  Secondary,  between 
Hartford  and  Manchester,  Connecticut, 
and  its  New  Milford  Secondary, 
between  Danbury  and  New  Milford, 
Connecticut.  On  November  20, 1981,  it 
modified  its  proposal  by  withdrawing  its 
offer  to  acquire  the  New  Milford 
Secondary  and  offering  to  acquire 
Conrad’s  East  Windsor  Secondary  and 
South  Manchester  Industrial  Track,  both 
of  which  connect  with  the  Willimantic 
Secondary.  Its  modified  proposal  is  not 
coordinated  with  that  of  any  other 
railroad.  Pinsly  offered  to  operate  the 
lines  without  subsidy  for  a  period  of  at 
least  four  years.  It  did  not  provide 
information  with  respect  to 
rehabilitation  of  the  lines  or  proposed 
divisions  with  Conrail,  although  Pinsly 
later  agreed  to  Conrad’s  specification  of 
division  arrangements.  Pinsly  offered 
Conrail  $1  million  for  the  Willimantic, 
East  Windsor  and  South  Manchester 
lines. 

Summary  of  Public  Comments 

The  Administrator  received  and 
considered  comments  through  December 

7, 1981.  In  all,  approximately  200 
comments  were  received.  In  general, 
Rhode  Island  shippers  and  elected 
officials  supported  the  P&W  proposal.  In 
Connecticut,  most  major  shippers 
favored  the  Conrail/B&M  proposal 
while  small  shippers  especially  those 
located  on  the  Torrington  line, 
supported  the  P&W  proposal.  The 
Connecticut  Rail  Shippers  Association, 
which  represented  that  its  members 
account  for  80  percent  of  Conrad’s 
shipments  in  Connecticut,  supported  the 
Conrail /B&M  proposal.  In  common  with 
individual  shippers  that  supported  the 
Conrail/B&M  proposal,  it  cited  the 
benefits  of  single  line  service  from  origin 
to  destination  offered  by  Conrail  and  the 
B&M  and  the  comparative  financial 
stability  of  the  two  railroads  as  reasons 
for  their  support.  Among  the  largest 
shippers  supporting  the  Conrail/B&M 
proposal  were  the  Central  Connecticut 
Cooperative  Farmers  Association, 
Kimberly-Clark,  Tilcon  Tomasso 
Quarries,  and  Shepherd’s  Warehouse. 
The  Connecticut  Business  and  Industry 
Association,  which  represents  more 
than  4,000  Conecticut  businesses, 
supported  the  P&W  proposal.  In 
common  with  other  shippers  supporting 
the  P&W  proposal,  it  cited  the  P&W’s 


promise  to  provide  daily  service,  to 
upgrade  the  lines  it  would  acquire  to 
permit  25  m.p.h.  operation,  and  to  forego 
imposing  surcharges  as  reasons  for  its 
support. 

The  Rhode  Island  Department  of 
Transportation  supported  the  P&W 
proposal  based  on  P&W’s  service  in 
Rhode  Island  and  its  popularity  among 
shippers  there.  It  emphasized  that  the 
P&W  upgraded  the  track  and  increased 
the  frequency  of  service  on  lines  it 
acquired  in  the  past.  The  Connecticut 
Department  of  Transportation  raised 
questions  regarding  specific  elements  of 
the  P&W  and  Conrail/B&M  proposals, 
but  took  no  position  with  regard  to 
either  of  them.  The  Department 
expressed  concern  that  Pinsly’s  proposal 
addresses  only  a  few  lines  and  that  the 
primary  shipper  on  one  these  lines 
expressed  a  strong  preference  for 
another  carrier.  The  Maine  Department 
of  Transportation  supported  the 
Conrail/B&M  proposal  because  it  would 
provide  single-line  service  and  rate 
stability  for  shipments  from  Maine  to 
Connecticut.  The  Vermont  Department 
of  Transportation  supported  the 
Conrail/B&M  proposal  based  on  the 
B&M’s  operating  efficiency  and  its  belief 
that  the  addition  of  operations  in 
Conneticut  would  enhance  the  B&M. 

The  New  York  Department  of 
Transportation  opposed  that  portion  of 
the  P&W  proposal  related  to  service  in 
New  York. 

Organized  labor  divided  its  support 
between  the  Conrail/B&M  and  P&W 
proposals.  Those  railroads  that 
commented  supported  the  Conrail/B&M 
proposal.  Anong  elected  officials,  the 
Rhode  Island  Congressional  delegation 
and  the  Governor  of  Rhode  Island 
endorsed  the  P&W  proposal.  The 
Connecticut  Congressional  delegation 
was  divided. 

Final  Discussions  and  Negotiations 

After  the  submission  of  purchase 
proposals  on  October  23, 1981,  and 
review  of  comments  on  the  proposals, 
the  Administrator  convened  a  series  of 
meetings  of  the  prospective  purchasers 
in  an  attempt  to  achieve  a  reconciliation 
of  the  competing  proposals  in  a  manner 
that  would  respond  to  expressed 
support  among  users  of  rail  service, 
conform  to  the  existing  capabilities  of. 
the  participants,  and  promote  efficient 
and  effective  railroad  operations  in 
Connecticut  and  Rhode  Island.  While 
the  parties  responded  with  new 
positions  which  provided  potential 
bases  for  resolving  some  areas  of 
disagreement,  overall  agreement  was 
not  reached  and  the  parties,  except  for 
Pinsly,  chose  to  rely  upon  their  October 

23, 1981,  proposals.  Pinsly  chose  to  rely 


upon  its  modified  proposal  of  November 

20, 1981.  On  December  4, 1981,  the 
Administrator  sent  a  letter  to  the  P&W, 
Conrail,  and  the  B&M  outlining  a 
settlement  proposed  by  FRA,  and  asking 
the  three  railroads  to  consider  it  and 
meet  with  the  Administrator  on 
December  7, 1981  for  a  final 
conversation  to  perfect  a  plan.  The 
Administrator's  proposal  for  settlement 
cited  six  objectives: 

(1)  Responding  to  expressions  of 
support  from  actual  users  of  rail 
services,  without  whose  confidence  no 
plan  can  work. 

(2)  Fashioning  a  new  configuration  of 
rail  operations  in  the  states  that  fits 
sensibly  with  existing  operations  and 
traffic  flows  of  the  railroads  already 
providing  service  in  that  area. 

(3)  Maximizing  the  benefits  that  can 
be  realized  from  consistent 
implementation  of  the  single  line  haul 
policy  embodied  in  the  Staggers  Rail  Act 
of  1980. 

(4)  Recognizing  the  need  of  any  carrier 
serving  Rhode  Island  to  obtain 
compensatory  revenues  based  on 
sustainable  levels  of  new  investment  for 
acquisition  and  rehabilitation  of 
facilities. 

(5)  Providing  enhanced  levels  of 
service  in  those  areas  now  claimed  to  be 
inadequately  served. 

(6)  Minimizing  the  levels  of  new 
investment  necessitated  solely  by  the 
need  to  acquire  existing  assets,  thereby 
avoiding  inevitable  rate  increases  either 
by  a  new  operator  or  by  Conrail  in 
response  to  lost  contribution  occasioned 
by  a  new  divisional  arrangement. 

The  P&W,  Conrail  and  B&M  met  with 
the  Administrator  December  7, 1981,  and 
reached  an  acommodafion  of  their 
differences  sufficient  to  permit  an 
agreement  in  principle  on  a  compromise 
plan  based  on  the  objectives  and 
proposal  set  forth  by  the  Administrator 
on  December  4, 1981.  The  basic 
components  of  the  plan  are  as  follows: 

(1)  The  P&W  accepts  transfer  of 
Conrad’s  freight  operations  and  freight 
service  obligations  in  Rhode  Island  and 
on  the  Shore  Main  Line  from  the  Rhode 
Island /Connecticut  border  to  and 
including  Old  Saybrook,  Connecticut. 
Conrail  retains  trackage  rights  from  Old 
Saybrook  to  Millstone,  Connecticut 
solely  for  the  movement  of  stone  traffic 
originating  at  East  Wallingford, 
Connecticut 

(2)  In  consideration  for  the  properties 
it  receives,  the  P&W  agrees  to  pay 
Conrail  $75,000. 

(3)  The  P&W  and  Conrail  agree  to 
enter  into  a  divisions  arrangement 
substantially  similar  to  that  proposed  by 
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the  Administrator  to  the  parties  on 
December  4, 1981. 

(4)  The  balance  of  Conrad's  properties 
in  Connecticut  will  be  allocated  and 
operated  in  accordance  with  the 
Conrail/B&M  proposal. 

(5)  The  B&M  agrees  to  forego  any 
surcharge  on  the  Torrington  line  for  18 
months  after  transfer,  and  thereafter  if 
traffic  is  restored  to  the  1979  level.  In 
addition,  the  B&M  agres  to  provide  daily 
service  if  such  service  is  requested  by 
customers  on  the  line. 

(6)  Conrail  agrees  to  grant  the  P&W 
the  exclusive  right  to  succeed  to  its 
freight  operations  and  freight  service 
obligations  on  the  Shore  Main  Line 
between  Old  Saybrook  and  New  Haven 
and  within  the  New  Haven  station  if  it 
withdraws  from  the  market  and  the 
Secretary  or  his  delegate  finds,  on 
application  of  the  P&W,  that  the  P&W  is 

-  continuing  to  operate  as  a  self- 
sustaining  railroad  capable  of 
undertaking  additional  common  carrier 
responsibilities  without  Federal 
financial  assistance,  P&W  agrees  that,  in 
the  event  it  succeeds  to  Conrad's 
operations  and  obligations,  it  will 
guarantee  the  B&M  continued  access  to 
property  it  may  acquire  within  the  New 
Haven  station;  access  through  the  New 
Haven  station  to  the  Shore  Line;  and 
removal  of  the  territorial  restriction  on 
the  reciprocal  switching  rights  within 
the  New  Haven  station  granted  by 
Conrail  to  the  B&M  under  the 
Administrator’s  proposal.  The  P&W 
further  agrees  that  its  exclusive  right  to 
succeed  to  Conrad's  operations  and 
obligations  between  Old  Saybrook  and 
New  Haven  and  within  the  New  Haven 
station  does  not  prejudice  the  rights  of 
any  other  carrier  to  succeed  to  other 
Conrail  operations  and  obligations 
within  Connecticut. 

Further  meetings  were  held  by  the 
Administrator  with  Conrail,  P&W  and 
B&M  on  December  9, 10  and  11  to 
resolve  disputes  among  the  parties 
which  emerged  in  the  process  of  drafting 
a  proposed  order  to  be  presented  the 
Special  Court  to  implement  the 
Administrator’s  plan.  One  aspect  of  the 
proposed  order  remained  unsatisfactory 
to  Conrail  and  in  the  time  available  the 
matter  could  not  be  resolved. 

The  FRA  wishes  to  make  quite  clear 
that  the  price  and  divisions  terms  for 
these  transactions  are  supportable  only 
upon  the  totality  of  the  pertinent 
circumstances.  Those  terms  are 
reasonably  compensatory  to  Conrail 
only  when  other  benefits  are  taken  into 
account,  particularly  the  ability  of 
Conrail  to  divest  itself  of  a  statutory 
transfer  process.  The  Department  of 
Transportation  does  not  view  those 
terms  as  creating  any  precedent 


whatsoever  for  any  further  disposition 
of  Conrail  properties. 

Analysis  of  Proposals 

Section  305(f)(2)  of  the  3R  Act  requires 
the  Administrator  to  develop  a  plan  for 
continuation  of  rail  service  now 
provided  by  Conrail  in  Connecticut  and 
Rhode  Island.  In  determining  the 
statutory  sufficiency  of  the  proposal 
made  by  each  prospective  purchaser, 
the  Administrator  must  determine  that 
the  proposal  (1)  accounts  for  all  service 
operated  by  Conrail  in  Connecticut  and 
Rhode  Island  on  the  effective  date  of 
NERSA,  and  (2)  reasonably  assures 
service  for  a  period  of  at  least  four 
years.  While  it  is  not  clear  that  the 
Congress  intended  that  the 
Administrator  apply  in  this  context  the 
finding  requirements  set  forth  in  section 
305(f)(1),  the  principles  addressed  in 
section  305(f)(1)  are  wholly  consistent 
with  the  principles  applicable  to 
administration  of  section  305(f)(2)  and 
(3).  Accordingly,  the  Administrator’s 
determinations  herein  are  made  in  light 
of,  and  consistent  with,  paragraph 
305(f)(1).  In  that  regard,  the 
Administrator  has  specifically 
considered  the  impact  on  employment  of 
the  proposals  before  the  FRA. 

The  specific  considerations  applicable 
to  this  review  and  decision  are  set  forth 
in  Notice  No.  3,  46  FR  47268  (September 
24, 1981).  That  notice  discussed  the 
considerations  that- would  be  used  in 
determining  the  statutory  sufficiency  of 
each  proposal.  It  also  discussed  in 
general  terms  considerations  that  might 
be  taken  into  account  in  choosing 
between  statutorily  sufficient  proposals. 
The  analysis  of  the  Administrator’s 
proposal,  as  accepted  in  principle  by  the 
P&W,  Conrail  and  the  B&M,  and  the 
proposal  made  by  Pinsly  in  terms  of  the 
considerations  set  forth  in  Notice  No.  3 
is  presented  below. 

Coverage  of  All  Conrail  Services  in 
Connecticut  and  Rhode  Island 

Section  305(f)(2)  requires  that  the 
Administrator  submit  a  plan  to  the 
Special  Court  to  continue  all  service 
operated  by  Conrail  in  Connecticut  and 
Rhode  Island  on  the  effective  date  of 
NERSA.  In  Notice  No.  3,  the 
Administrator  offered  the  following 
examples  of  types  of  proposals  that 
would  satisfy  this  test: 

(1)  A  proposal  to  purchase  all  Conrail 
properties  in  Connecticut  and  Rhode 
Island  and  guarantee  service  for  four 
years. 

(2)  A  proposal  to  purchase  selected 
Conrail  properties  in  Connecticut  and 
Rhode  Island,  if  contemplated  by  other 
proposals  such  as  a  submission  by  a 
consortium  which,  considered  with  the 


proposal  in  question,  request  the 
transfer  of  all  properties  and  guarantee 
service  for  four  years. 

(3)  A  proposal  to  purchase  selected 
Conrail  properties  in  Connecticut  and 
Rhode  Island,  if  complemented  by  the 
undertaking  of  Conrail  to  maintain  all 
service  on  the  remaining  properties  for 
four  years. 

The  Administrator’s  proposal, 
accepted  in  principle  by  P&W,  Conrail, 
and  B&M,  follows  the  form  of  example 
(3),  and  thus  satisfies  the  service 
coverage  test. 

The  Pinsly  proposal  does  not  offer  to 
purchase  all  Conrail  properties  in 
Connecticut  and  Rhode  Island,  nor  is  it 
complemented  by  another  proposal  or 
an  undertaking  by  Conrail  that  would 
result  in  maintenance  of  service  on  all 
Conrail  lines  in  Connecticut  and  Rhode 
Island  for  four  years. 

FRA  continues  to  believe  that  the 
procedure  set  forth  in  Notice  No.  3, 
requiring  purchasers  either  to  agree  to 
assume  all  Conrail  services  in 
Connecticut  and  Rhode  Island  or  to 
effect  appropriate  coordination  of  their 
proposals  by  October  23, 1981,  is 
reasonable  in  light  of  the  commands  of 
the  statute  and  the  time  period  available 
to  the  agency.  Although  Pinsly  did  not 
comply  with  the  procedure  set  forth  in 
Notice  No.  3  by  the  October  23, 1981 
deadline,  FRA  nevertheless  did  net 
foreclose  Pinsly  from  continuing  to 
negotiate  with  the  other  prospective 
purchasers.  Indeed,  FRA  hosted 
meetings  between  Pinsly  and  other 
prospective  purchasers,  and  endeavored 
to  assist  Pinsly  in  advancing  its 
negotiations.  FRA  continued  to  make 
clear,  however,  that  the  responsibility 
for  coordinating  its  proposal  with  that  of 
another  prospective  purchaser  or 
purchasers  resided  with  Pinsly.  Pinsly 
disagreed,  and  urged  that  FRA  should 
essentially  compel  Conrail  to  include  the 
Pinsly  proposal  in  the  Conrail/B&M 
proposal.  FRA  pointed  out  that  Conrail 
could  not  be  compelled  by  FRA  to 
modify  its  proposal  against  its  will. 

There  is  also  a  second,  independent 
basis  for  declining  to  include  Pinsly  in  a 
final  order  for  transfer.  The  revised 
Pinsly  proposal  covers  only  three  lines. 
The  majority  of  the  carloads  on  the 
three  lines,  the  economic  foundation  of 
those  properties,  is  grain  traffic  now 
handled  by  Conrail  in  single  line  service 
under  agreements  highly  satisfactory  to 
the  shipper.  While  the  Pinsly  proposal 
may  indeed  offer  more  active 
development  of  other  traffic  on  the  line, 
particularly  low  volume  movements  and 
movements  destined  to  or  from  the 
Manchester  Industrial  Track,  through 
marketing  efforts  and  more  frequent 
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service,  it  is  the  judgment  of  the 
Administrator  that  the  strong  opposition 
of  the  principal  shipper  to  transfer  of  the 
lines  in  a  manner  that  would  deprive  it 
of  continued  single  line  service,  and  the 
benefits  to  be  derived  from  continuing 
such  single  line  service  for  existing 
traffic,  outweigh  the  speculative  benefits 
that  might  accrue  as  a  result  of 
acquisition  of  the  lines  by  Pinsly. 

Four  Year  Service  Guarantee 

To  comply  with  the  statute,  a  proposal 
must  offer  a  credible  guarantee  that 
each  prospective  purchaser  will 
continue  service  on  the  lines  it  acquires 
for  at  least  four  years.  In  Notice  No.  3, 
the  Administrator  indicated  that  in 
judging  the  credibility  of  the  guarantee 
offered  by  each  prospective  purchaser 
he  would  evaluate  its  financial  ability  to 
continue  the  service,  consistent  with  the 
payment  of  a  fair  and  equitable 
purchase  price  and  fair  and  equitable 
divisions,  and  its  operational  ability  to 
assume  the  service. 

Each  of  the  railroads  that  has 
accepted  the  Administrator’s  proposal  in 
principle  guarantees  to  continue  the 
freight  operations  and  freight  service 
obligations  it  will  acquire  or  retain 
pursuant  to  that  proposal  for  a  period  of 
at  least  four  years.  While  none  of  the 
three  carriers  involved  is,  by  reason  of 
its  current  financial  status,  especially 
well  suited  to  offer  such  an 
unconditional  service  guarantee,  the 
Administrator  has  reviewed  the 
particular  undertakings  agreed  upon  by 
each  of  the  railroads  involved  in  his 
proposal  and  has  concluded  that  each 
offers  a  credible  guarantee  that  it  can 
fulfill  the  obligations  it  will  undertake. 
This  is  in  large  measure  due  to  the  fact 
that  the  proposal  is  designed  to 
minimize  the  capital  outlay  required  of 
each  party  to  acquire  property  and 
equipment  and  to  maximize  the  extent 
to  which  each  can  operate  the  services  it 
will  acquire  within  its  existing 
resources. 

Other  Considerations 

In  Notice  No.  3,  the  Administrator 
discussed  a  number  of  considerations  to 
which  he  would  look  in  preparing  a 
Supplemental  Transaction  for  Conrail’s 
lines  in  Connecticut  and  Rhode  Island  to 
present  to  the  Special  Court.  A 
discussion  of  the  Administrator’s 
proposal,  as  accepted  by  the  P&W, 
Conrail,  and  the  B&M,  in  terms  of  these 
considerations  is  presented  below. 

Service  Quality:  The  Administrator’s 
proposal  will  significantly  improve  the 
quality  of  service  offered  to  shippers  in 
Connecticut  and  Rhode  Island.  The  P&W 
offers  to  increase  service  frequency  on 
the  lines  it  will  acquire  in  Rhode  Island, 


where  the  public  comments  received 
indicated  that  such  service  frequency  is 
highly  valued  by  shippers.  On  the  other 
hand,  the  comments  received  from 
major  shippers  in  Connecticut  indicated 
that  they  highly  value  single  line  service, 
and  the  Administrator’s  proposal  will 
offer  increased  availability  of  single  line 
service  to  Connecticut  shippers.  Single 
line  service  avoids  the  delay  and 
expense  involved  in  interchanging 
traffic  between  carriers,  and  it  enhances 
the  railroad’s  ability  to  respond  quickly 
to  competitive  conditions  in  the 
marketplace.  In  the  Staggers  Act  the 
Congress  clearly  found  that  single  line 
rail  service  enhances  the  ability  of  the 
railroads  to  compete  among  themselves 
and  with  other  transportation  modes 
and  offers  significant  benefits  to  the 
national  transportation  system  and  the 
shipping  community.  Comments 
received  from  a  number  of  shippers, 
including  the  largest  rail  shippers  in 
Connecticut,  and  from  the  Maine  and 
Vermont  Departments  of 
Transportation,  indicated  that  single  line 
service  is  important  to  many  rail 
shippers  and  that  the  Conrail/B&M 
proposal  would  enhance  such  service  in 
Connecticut. 

Shippers  on  the  Torrington  line 
indicated  through  their  comments  that 
they  place  a  high  value  on  more  frequent 
service  and  on  service  without 
branchline  surcharges.  For  this  reason, 
these  shippers  supported  the  proposal 
initially  offered  by  the  P&W.  Due  to 
operating  considerations  and  the 
preferences  of  shippers  on  other 
Connecticut  lines  that  would  have  had 
to  accept  P&W  service  for  operations  of 
that  railroad  in  western  Connecticut  to 
be  economically  viable,  the 
Administrator’s  plan  does  not  include 
P&W  service  to  die  Torrington  line. 
However,  the  B&M,  which  will  acquire 
the  line,  has  agreed  not  to  impose  a 
branchline  surcharge  on  the  Torrington 
line  for  at  least  18  months,  and  not  to 
impose  a  branchline  surcharge 
thereafter  if  traffic  is  restored  to  the 
1979  level.  In  addition,  it  has  offered  to 
provide  shippers  with  daily  service,  if 
requested. 

Rehabilitation:  The  Administrator’s 
plan  will  result  in  substantial 
investments  by  the  P&W  and  the  B&M  to 
rehabilitate  the  lines  they  will  acquire. 
The  lines  to  be  acquired  by  the  P&W 
will  for  the  most  part  be  upgraded  to 
permit  operation  at  25  m.p.h.  The  B&M 
has  obtained  a  $2.3  million  line  of  credit 
to  guarantee  completion  of  its 
rehabilitation  program.  The  funds 
invested  by  each  of  the  participants  will 
provide  a  long  term  benefit  to  the 
shippers  of  Connecticut  and  Rhode 
Island. 


Employment:  The  initial  P&W  and 
Conrail/B&M  proposals  would  have 
resulted  in  continued  employment  for 
essentially  all  Conrail  employees 
currently  working  in  Connecticut  and 
Rhode  Island.  Under  the  Administrator’s 
proposal,  as  accepted  in  principle  by  the 
P&W,  Conrail  and  the  B&M,  most 
current  Conrail  employees  in 
Connecticut  will  continue  to  be 
employed.  The  P&W  is  reassessing  its 
requirement  for  employees  in  light  of  the 
properties  it  will  now  acquire  in  Rhode 
Island  and  eastern  Connecticut.  It 
should  be  noted  that  additional  jobs  will 
be  generated  as  the  railroads  undertake 
the  rehabilitation  program  to  which  they 
have  agreed  under  the  proposal. 

Labor  protection  in  connection  with 
transactions  included  in  the  plan  is 
Federally  funded  protection  provided  for 
by  section  701  of  die  3R  Act,  enacted  by 
section  1143  of  NERSA.  The  protection 
provided  in  section  701  is  that  specified 
in  a  schedule  of  benefits  to  be  issued  by 
the  Secretary  of  Labor  not  later  than 
December  11, 1981.  Only  Conrail 
employees  who  were  protected  by  the 
compensatory  provisions  of  Title  V  of 
the  3R  Act  immediately  prior  to  the 
enactment  of  NERSA  are  eligible  for 
benefits,  and  benefit  payments  to  or  on 
behalf  of  any  individual  may  not  exceed 
a  total  of  $20,000 
Benefits  will  be  available  to  any 
eligible  employees  who  are  deprived  of 
employment  as  a  result  of  the  transfer 
plan  in  this  notice.  It  should  be  noted 
that  an  employee  who  accepts 
employment  with  any  transferee  and 
who  is  thereafter  deprived  of 
employment  as  a  result  of  factors 
growing  out  of  the  transaction  will 
remain  eligible  for  benefits.  On  the  other 
hand,  an  employee  who  refuses  a  final 
offer  of  employment  with  a  Class  I  or 
Class  II  transferee  will  not  remain 
eligible  for  benefits  so  long  as  the  final 
offer  is  made  under  a  procedure 
approved  by  the  Administrator. 

Rates:  The  P&W,  Conrail  and  the  B&M 
have  all  agreed  under  the 
Administrator’s  proposal  to  forgo 
branchline  surcharges  on  all  lines  in 
Connecticut  and  Rhode  Island.  The  P&W 
and  Conrail  offers  are  absolute.  The 
B&M  reserves  the  right  to  impose  a  $250 
per  car  surcharge  on  the  Torrington 
Secondary  Track  if,  after  an  18-month 
waiting  period,  traffic  on  the  line  is  not 
restored  to  the  1979  level.  The  P&W, 
Conrail  and  B&M  have  agreed  under  the 
Administrator’s  proposal  to  divisions 
arrangements  among  themselves  that 
are,  in  the  Administrator’s  judgment,  fair 
and  equitable,  and  which  should  offer 
reasonable  rate  stability  to  shippers  in 
the  two  states. 
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Shipper  preferences:  In  each  of  the 
public  meetings,  and  at  other  times 
throughout  the  Supplemental 
Transaction  process,  the  Administrator 
stressed  that  he  would  be  strongly 
influenced  by  the  preferences  of  die 
shippers  actually  using  rail  service  in 
Connecticut  and  Rhode  Island.  The 
Administrator  carefully  considered  the 
views  shippers  expressed  to  him  in 
meetings  and  the  shipper  comments 
submitted  for  the  Docket.  As  discussed 
earlier,  the  comments  indicated  that 
Rhode  Island  shippers  strongly  favored 
service  by  the  P&W,  while  most 
Connecticut  shippers  except  those 
located  on  the  Torrington  line  strongly 
desired  service  by  Conrail  or  the  B&M. 
The  Administrator's  proposal 
accommodates  most  shipper 
preferences.  In  the  case  of  the 
Torrington  line  shippers,  whose 
preferences  could  not  be 
accommodated,  the  B&M  has  offered  to 


provide  service  under  essentially  the 
same  terms  offered  initially  by  the  P&W, 
and  the  B&M  offers  the  additional 
benefit  of  offering  single  line  service  on 
some  of  the  shipments  destined  to  the 
Torrington  line. 

Administrative  Determination:  The 
Administrator  has  determined  that  his 
plan,  accepted  in  principle  by  the  P&W. 
Conrail  and  B&M,  meets  the 
requirements  of  section  305(f)(2)  and  (3) 
and,  to  the  extent  required  by  law, 
305(f)(1).  The  Administrator  has  further 
determined  that  the  proposed  order  he 
will  submit  to  the  Special  Court  fairly 
embodies  the  agreement  of  the  parties, 
with  the  exception  of  one  term  not 
agreed  to  by  Conrail,  and  that  its  entry 
by  the  Court  would  be  fully  consistent 
with  the  statutory  requirements. 
Accordingly,  he  will  petition  the  Special 
Court  no  later  than  December  11, 1981  to 
enter  his  proposed  order  implementing 
the  plan.  The  Administrator  believes  the 


plan  will  continue  and  improve  railroad 
service  over  all  Conrail  lines  in 
Connecticut  and  Rhode  Island  that  were 
in  operation  as  of  the  effective  date  of 
NERSA,  and  he  will  strongly 
recommend  that  the  Special  Court  find 
that  the  plan  meets  the  requirements  of 
section  305(f)  and  that  it  is  in  accord 
with  the  public  interest. 

Issued  in  Washington,  D.C.  on  December 
10, 1981. 

Robert  W.  Blanchette, 

Administrator. 

Appendix  A 

Rail  Properties  and  freight  service 
obligations  of  the  Consolidated  Rail 
Corporation  (Conrail)  in  the  States  of 
Connecticut  and  Rhode  Island  which  are 
proposed  for  transfer  pursuant  to 
section  305(f)  of  the  Regional  Rail 
Reorganization  Act  of  1973,  as  amended. 


Line  name 

Between  1 

U  P.  to  M.P. 1 

CR 

Code 

Owner 

Transferee 

Transferee  merest  * 

State  of  Connecticut— Conrai  New  England  Division 

73.0  to  106.0 . . 

41-4209 

106.0  to  118.0 _ _ 

41-4209 

P&W . 

Trackage  Rights. 

Limited  Trackage  Rights. 
Exclusive  Trackage  Rights. 

118.0  to  122.8 . .... . 

41-4209 

paw . 

Main  Line  (Shore  Line) . 

122.8  to  141.1 _ 

41-4215 

P&W . . 

0  0  tn  9  7 

41-4248 

B&M . 

0.0  to  1.6 . . 

41-4275 

0.0  to  2.6 . .  ....  . 

41-4261 

B&M . 

3  0.0  to  1.1 . .  . 

41-4247 

B&M . 

Ownership. 

1.1  to  27  8 . . 

Dublin  Street  Industrial  Track _ 

3 17.29  to  17.45 _ _ 

17.45  to  20.05 . 

41-4276 

B&W . 

18.0  to  29.1  _ 

41-4255 

0.0  to  2.0 . . 

41-4259 

B&W . 

0.0  to  55.8 . .  — 

41-4217 

Trackage  Rkjits 

41-4253 

B&M . ...... 

Limited  Trackage  Rk^as 
Ownership. 

0.0  to  19 . 

41-4256 

MaybrooK  Branch . 

State  Line  (NY)  and  Derby  Jet _ 

71.2  to  104.8 . 

41-4223 

13.7  to  162 . . 

41-4263 

Ownership 

Middletown  Secondary _ 

0.0  to  22.3 . 

41-4251 

0.0  to  4.5 . 

41-4244 

B&W . 

New  Britain  Secondary... _ 

New  Milford  Secondary _ 

4.5  to  12.9 . . . 

41-4244 

Berkshire  Jet.  and  New  Milford _ _ 

41-4220 

Owners!*) 

0  0  to  10 . 

41-4254 

0  0  to  42..... _ _  _ 

41-4260 

Ownership. 

Owners!*) 

0.0  to  172 _ _ _ _ 

41-4222 

B&W . 

0.0  to  20.7  ..  . . . 

41-4243 

B&W  . 

Watertown  Secondary _ 

Highland  Junction  and  Watertown _ _ ... _ 

41-4258 

B&W . 

0.0  to  1.9 . 

41-4204 

B&W . 

Ownership 

Ownership. 

41-4263 

B&W . 

3.0  to  7.0 . . . 

41-4263 

B&W . 

Rights. 

Willlmantic  Secondary . 

0.0  to  9.6 . . . 

41-4262 

B&M  Traffic 

Suffietd . 

Reciprocally. 

State  of  Connecticut— Conrai  Metroptitan  Region 


26.1  to  73.0  . . 

91-9106 

Penn  Central 4 . 

Exclusive  Trackage  Rights 
Exclusive  Trackage  Rights 

41.3  to  64.9 .  .. . .. . 

91-9119 

0.0  to  8.8.™ . . . 

91-9121 

Conrail . 

Exclusive  Trackage  Rights 

8.8  to  26.9 . 

91-9121 

B&M . 
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Line  name 

Between  ' 

M.P.  to  M.P.' 

CR 

Code 

Owner 

Transferee 

Transferee  interest 8 

State  of  Rhode  Island— Conrak  New  England  Division 

Mam  Line  (Shore  Line) . . 

141.1  to  178.9 . 

41-4215 

41-4116 

41-4165 

41-4164 

41-6168 

41-4192 

41-4170 

41.4128 

41-4166 

P4W . 

178.9  to  180.8. . 

P4W . 

paw . . 

Trackage  Rights. 

3.7  to  6.9 . 

PSW . 

Harbor  Junction  Industrial 
Track. 

P&W . .. . 

14.2  10  21.6 . 

Conrail . 

PAW . 

0.0  to  3.4 . .. . 

PAW . . . 

paw . 

Q.O  to  2.4 . 

PAW . 

2.4  to  16.9 . 

Conrail . 

PAW . 

1  Approximate  stations  and  mileposts  defining  property  and  trackage  rights  transferred. 

8  Transferee  Interest 

Ownership— same  title  Conrail  has  currently. 

Exclusive  Trackage  Rights— includes  local  service. 

Overhead  Trackage  Rights— does  not  include  local  service. 

Limited  Trackage  Rights — permits  local  service  on  certain  traffic. 

Trackage  Rights— shared  with  another  railroad  which  has  limited  trackage  rights. 

*  Out  ol  service. 

4  Connecticut  DOT  leases  these  lines  from  the  Perm  Central  Company. 

Conrak  and/or  B&M  will  provide  freight  service  as  indicated  through  trackage  rights  agreement 


Appendix  C 

Rail  Properties  of  the  Consolidated  Rail 
Corporation  (Conrail)  in  the  State  of 


Massachusetts  over  which  trackage  rights  are 
transferred  in  conjunction  with  the  transfers 
of  Appendix  A  Rail  Properties  in  Connecticut 


[Editorial  Note. — No  Appendix  B  is 
included  in  this  document.] 


and  Rhode  Island  pursuant  to  section  305(f) 
of  the  Regional  Rail  Reorganization  Act  of 
1973,  as  amended. 


Line  name 

Between  1 

M.P.  to  M.P.  > 

CR 

Code 

Owner 

Transferee 

Transferee  Interest 8 

State  of  Massachusetts— Conrail  New  England  Division 

Hartford  Line . 

55.8  to  62.0 . 

41-4217 

Main  Line  (Shore  Line) . 

190.8  to  197.0..~ . 

41-4116 

41-4188 

41-4189 

41-4189 

41-4192 

B&W . 

PAW 

Limited  Trackage  Rights. 

Attleboro  Secondary . 

0.0  to  9.4 . 

New  Bedford  Branch . 

9.4  to  13.3 . . . . . 

Rights. 

Overhead  Trackage 

Rights. 

New  Bedford  Secondary . 

13.3  to  16.8 . 

PAW 

Newport  Secondary . 

0.0  to  14.2 . 

Rights. 

Rights. 

1  Approximate  stations  and  mileposts  defining  property  and  trackage  rights  transferred. 

2  Transferee  Interest 

Exclusive  Trackage  Rights— includes  local  service. 

Overhead  Trackage  Rights— excludes  local  servioe. 

Limited  Trackage  Rights— permits  local  service  on  certain  traffic. 

Trackage  Rights— shared  with  another  railroad  which  has  limited  trackage  rights. 


BILLING  CODE  4910-06-M 


Transfer  Proposal  for  Massachusetts  Unas 


Transfer  Proposal  for  Connecticut  and  Rhode  Island  Lines 
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[Docket  Nos.  RFA  305-81-1  and  RFA  305- 
81-2;  Notice  No.  5] 

Consolidated  Rail  Corp.;  Expedited 
Supplemental  Transaction  Proposals; 
Administrative  Determination 
Concerning  Five  Massachusetts  Lines 

agency:  Federal  Railroad 
Administration  (FRA),  DOT. 

ACTION:  Administrative  determination 
regarding  the  transfer  of  five 
Consolidated  Rail  Corporation  (Conrail) 
lines  in  Massachusetts. 

SUMMARY:  FRA  announces  its  decision 
regarding  transfer  of  five  Conrail  lines  in 
Massachusetts  to  qualified  purchasers 
that  have  guaranteed  to  continue  service 
on  the  lines  for  a  period  of  at  least  four 
years.  The  transfer  is  required  by 
recently  enacted  legislation.  FRA’s 
decision  is  to  transfer  the  Canaan,  North 
Adams,  and  East  Longmeadow 
Secondaries  and  trackage  rights  at 
Springfield  and  between  Pittsfield  and 
North  Adams  Junction  to  the  Boston  and 
Maine  Corporation  (B&M);  and  to 
transfer  the  Holyoke  and  Florence 
Secondaries  to  the  New  England 
Southern  Railroad  (NES)  contingent 
upon  the  NES  obtaining  by  March  1, 

1981  a  railroad  charter  in  the 
Commonwealth  of  Massachusetts  and 
financing  sufficient  to  cover  the 
purchase  price  and  start-up  costs  and  to 
reasonably  assure  continuous  rail 
service.  The  transfer  order  provides  that 
the  purchase  price  for  the  properties 
transferred  to  the  B&M  be  $550,000,  and 
that  the  purchase  price  for  the  properties 
transferred  to  NES  be  $230,000.  The 
transfer  also  provides  for  fair  and 
equitable  divisions  of  joint  rates  over 
through  routes  between  Conrail  and 
NES. 

DATE:  The  determinations  set  forth  in 
this  Notice  are  administratively  final, 
effective  on  December  11, 1981,  the  date 
of  decision  and  issuance. 

FOR  FURTHER  INFORMATION  CONTACT: 

Steve  Black,  Office  of  Federal 
Assistance,  FRA,  (202)  472-7180. 

SUPPLEMENTARY  INFORMATION:  Notice 
No.  4,  published  separately  in  this  issue 
of  the  Federal  Register,  includes  a 
discussion  of  the  Northeast  rail 
restructuring  process  prior  to  August  13, 
1981,  when  the  President  signed  into  law 
.  the  Omnibus  Budget  Reconciliation  Act 
of  1981,  Pub.  L.  97-35,  which  included 
the  Northeast  Rail  Service  Act  of  1981 
(NERSA). 

Section  1155  of  NERSA  amended 
section  305(f)  of  the  Regional  Rail 
Reorganization  Act  of  1973  (3R  Act)  to 
require  the  Secretary  to  petition  the 


Special  Court  within  120  days  (by 
December  11, 1981)  to  transfer  aU  of 
Conrad's  properties  in  the  States  of 
Connecticut  and  Rhode  Island  to  one  or 
more  railroads  in  the  region  under  a 
plan  that  provides  for  continuation  of 
service  for  at  least  four  years  on  all 
properties  operated  by  Conrail  as  of  the 
effective  date  of  NERSA.  That  process, 
which  was  assigned  Docket  No.  RFA 
305-81-1,  has  been  administered  in 
conjunction  with  the  Massachusetts 
proceeding  described  in  this  Notice 
because  of  the  many  issues  common  to 
both.  FRA’s  determinations  concerning 
the  Connecticut/Rhode  Island 
proceeding  are  described  in  Notice  No. 

4,  which  appears  elsewhere  in  this  issue 
of  the  Federal  Register.  *  , 

Section  1155  of  NERSA  also  added  a 
new  subsection  (g)  to  section  305,  which 
requires  the  Secretary  to  initiate 
discussions  and  negotiations  for  the 
expedited  transfer  of  the  following  five 
Conrail  lines  located  primarily  in  the 
Commonwealth  of  Massachusetts: 
Canaan,  Connecticut  to  Pittsfield, 
Massachusetts  (Canaan  Secondary); 
North  Adams  Junction,  Massachusetts  to 
North  Adams,  Massachusetts  (North 
Adams  Secondary);  Hazardville, 
Connecticut  to  Springfield, 

Massachusetts  (East  Longmeadow 
Secondary);  Westfield,  Massachusetts  to 
Easthampton,  Massachusetts  (Florence 
Secondary);  and  Westfield, 
Massachusetts  to  Holyoke, 
Massachusetts  (Holyoke  Secondary). 
Further,  Section  305(g)  requires  the 
Secretary  by  December  11, 1981  to: 

(1)  Transfer,  provided  a  qualified 
purchaser  offers  to  purchase,  Conrad's 
properties  and  rail  service  obligations 
for  the  five  Massachusetts  lines  to 
another  railroad  or  railroads  in  the 
region.  A  qualified  purchaser  is  defined 
as  a  financially  self-sustaining  railroad 
which  guarantees  continuous  service  on 
the  properties  it  acquires  for  at  least 
four  years. 

(2)  Determine  a  fair  and  equitable 
price  for  the  rail  properties  to  be 
transferred. 

(3)  Establish  fair  and  equitable 
divisions  of  joint  rates  over  those 
through  routes  that  include  the 
transferred  properties,  unless  the 
purchaser  and  Conrail  have  agreed  on 
such  divisions. 

(4)  Determine  fair  and  equitable  terms 
for  the  provision  of  trackage  rights,  not 
to  exceed  5  miles  per  line  transferred, 
necessary  to  operate  the  transferred 
lines  efficiently. 

Chronology  of  Notices  and  Public 
Meetings 

On  August  21, 1981,  the  Administrator, 
as  delegate  of  the  Secretary,  published 


Notice  No.  1  to  announce  that  informal 
conferences  would  be  held  to  assist  in 
structuring  the  discussions  required  by 
section  305(f)  and  section  305(g),  as 
amended,  and  to  solicit  the  participation 
of  prospective  purchasers  and  other 
interested  parties  (46  FR  42565). 
Conferences  were  held  on  August  31, 

1981  at  New  Haven,  Connecticut  and  on 
September  1, 1981  at  Springfield, 
Massachusetts.  On  September  11, 1981, 
seven  railroad  companies  filed 
preliminary  declarations  of  interest  in 
acquiring  some  or  all  of  the  Conrail  lines 
to  be  transferred  in  Massachusetts.  On 
September  17, 1981,  the  Administrator 
published  Notice  No.  2,  which 
announced  that  an  additional  informal 
conference  would  be  held  to  brief 
interested  parties  on  the  status  of  the 
Supplemental  Transaction  process  and 
to  solicit  public  comments,  with 
particular  emphasis  on  the  comments  of 
rail  shippers  (46  FR  46271).  This  informal 
conference  was  held  September  28, 1981 
at  Providence,  Rhode  Island. 

On  September  24, 1981,  the 
Administrator  published  Notice  No.  3, 
which  established  deadlines, 
information  requirements  and  guidelines 
for  the  Supplemental  Transaction 
process  (46  FR  47165).  Notice  No.  3, 
established  October  23, 1981,  as  the 
deadline  for  the  receipt  of  purchase 
proposals  from  potential  purchasers  and 
November  6, 1981,  as  the  deadline  for 
comments  on  the  purchase  proposals. 
The  Administrator  subsequently  notified 
the  parties  that  he  would  hold  the 
docket  open  as  long  as  pracatical  to 
receive  additional  public  comments.  All 
comments  received  through  December  7, 
1981  were  condsidered  in  making  the 
determinations  set  forth  in  this  Notice. 

Proposals 

On  October  23, 1981,  the 
Administrator  received  four 
Supplemental  Transaction  Proposals 
pursuant  to  section  305(g),  as  amended. 
A  summary  of  the  initial  proposals,  as 

revised,  follows: 

\ 

Providence  and  Worcester 

The  Providence  and  Worcester 
Railroad  (P&W)  proposed  to  acquire  all 
Conrad's  freight  operations  and  freight 
service  obligations  on  the  Canaan, 

North  Adams  and  East  Longmeadow 
Secondaries  and  trackage  rights  at 
Springfield  and  between  Pittsfield  and 
North  Adams,  Massachusetts.  Since 
portions  of  the  Canaan  and  East 
Longmeadow  Secondaries  extend  into 
Connecticut,  transfer  was  requested 
under  section  305(f);  however,  the  P&W 
indicated  that  if  the  Secretary  elected  to 
transfer  the  Massachusetts  lines  under 
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section  305(g)  it  would  seek  trackage 
rights  over  the  East  Longmeadow 
Secondary  under  section  305(f). 

The  P&W  proposed  to  operate  the 
Canaan  and  North  Adams  Secondaries 
and  the  trackage  rights  connecting  these 
lines  as  a  self-contained  shortline 
railroad  providing  frequency  of  service 
similar  to  that  being  provided  by 
Conrail.  The  P&W  proposed  to  serve  the 
East  Longmeadow  Secondary  6  days  per 
week. 

The  P&W  assumed  in  preparing  its 
proposal  that  it  would  pay  $0  for 
Conrail’s  properties  in  Connecticut, 

Rhode  Island  and  Massachusetts,  50 
locomotives  and  400  frieght  cars.  No 
separate  price  or  valuation  was  offered 
for  the  Massachusetts  lines.  The  P&W 
pledged  not  to  impose  surcharges  on 
lines  it  acquired. 

The  P&W  proposed  that  it  receive  the 
same  divisions  of  joint  rates  over 
through  routes  agreed  to  by  the  former 
New  York,  New  Haven  and  Hartford 
Railroad  (New  Haven)  and  its 
connections,  with  an  average  minimum 
of  $400  per  car.  The  divisions  vary 
depending  upon  the  point  at  which 
traffic  is  interchanged. 

Boston  and  Maine 

The  Boston  and  Maine  proposed  to 
acquire,  under  section  305(g),  all 
Contrail’s  freight  operations  and  freight 
service  obligations  on  the  Canaan, 

North  Adams  and  East  Longmeadow 
Secondaries,  and  trackage  rights  at 
Springfield  and  between  North  Adams 
Junction  and  Pittsfield.  It  proposed  to 
serve  the  Canaan  and  East  Longmeadow 
Secondaries  three  days  per  week  and 
the  North  Adams  Secondary  five  times 
weekly.  No  surcharges  were  proposed 
on  the  lines.  The  B&M  proposed  to 
rehabilitate  the  North  Adams  and  East 
Longmeadow  lines  to  permit  10  m.p.h. 
operation,  and  the  Canaan  Secondary  to 
permit  25  m.p.h.  operation.  The  B&M 
proposed  to  pay  $550,000  for  the 
purchase  of  the  three  lines,  and  reached 
a  divisions  agreement  with  Conrail.  The 
B&M  proposed  to  spend  approximately 
$1.65  million  to  rehabilitate  the  lines 
through  1985. 

Massachusetts  Central 

The  Massachusetts  Central  Railroad 
(MC)  proposed  to  acquire  all' Conrad's 
freight  operations  and  freight  service 
obligations  on  the  Holyoke,  Florence 
and  East  Longmeadow  Secondaries,  and 
trackage  rights  from  Westfield  to 
Springfield.  The  MC  proposed  to  serve 
the  Holyoke  Secondary,  and  Westfield 
shippers  on  the  Florence  Secondary,  5 
days  per  week  and  the  East 
Longmeadow  Secondary  and  the 
Florence  Secondary  outside  of  Westfield 


3  days  per  week.  The  MC  proposed  to 
interchange  traffic  with  both  Conrail 
and  the  B&M.  It  generally  proposed  no 
surcharges  on  the  lines. 

The  MC  proposes  to  rehabilitate  the 
Holyoke  Secondary  to  permit  25  m.p.h. 
operation  and  the  Florence  and  East 
Longmeadow  Secondaries  to  permit  10 
m.p.h.  operation.  The  MC  proposed  to 
pay  $650,000  for  the  purchase  of  the 
three  lines,  including  $409,500  to 
purchase  the  Holyoke  and  Florence 
Secondaries.  It  proposed  to  spend 
$386,350  for  rehabilitation,  and  $249,000 
for  equipment  acquisitions. 

New  England  Southern 

The  New  England  Southern  Railroad 
(NES)  proposed  to  acquire  all  Conrail’s 
freight  operations  and  freight  service 
obligations  on  the  Florence  and  Holyoke 
Secondaries.  It  proposed  to  serve 
Westfield  and  the  Holyoke  Secondary  5 
days  per  week  and  the  Florence 
Secondary  outside  of  Westfield  3  days 
per  week.  It  proposed  to  interchange 
with  Conrail  at  Westfield  and  with  B&M 
at  Holyoke.  It  proposed  surcharges  of 
$100  per  car  at  Easthampton,  $50  per  car 
at  Southhampton,  and  $25  per  car  at 
Holyoke. 

The  NES  proposed  to  pay  $287,500  to 
acquire  the  lines  and  $300,000  to 
rehabilitate  them. 

Summary  of  Public  Comments 

Comments  were  received  from  three 
shippers  on  the  Massachusetts  lines. 

The  Milton  Bradley  Company,  which 
has  a  facility  located  on  the  east 
Longmeadow  Secondary,  recommended 
approval  of  the  B&M  proposal  because  it 
seemed  more  interested  than  the  P&W  in 
the  line  and  more  able  than  the  MC  to 
fulfill  its  commitment  to  upgrade 
service.  The  W.  R.  Grace  Company,  with 
a  facility  located  on  the  Florence 
Secondary,  supported  either  the  MC  or 
NES,  but  indicated  its  preference  for  the 
MC.  The  Mobil  Oil  Corporation,  which 
has  a  facility  located  on  the  Holyoke 
line,  expressed  no  preference  between 
the  MC  and  NES.  The  Massachusetts 
Executive  Office  of  Transportation  and 
Construction  supported  the  B&M 
proposal  to  acquire  the  Canaan,  North 
Adams,  and  East  Longmeadow  lines.  It 
expressed  no  preference  between  the 
MC  and  NES  proposals. 

The  Lodge  of  the  Brotherhood  of 
Railway,  Airline  and  Steamship  Clerks 
representing  P&W  clerks  supported  the 
P&W  proposal,  and  the  general 
chairmen  of  the  Brotherhood  of 
Locomotive  Engineers  and  the  United 
Transportation  Union  for  the  B&M 
supported  the  B&M  proposal. 

Seven  letters  were  received  from  city 
Chambers  of  Commerce  in 


Massachusetts.  Three  chambers  in 
Western  Massachusetts  supported  the 
B&M.  The  Greater  Springfield  Chamber 
of  Commerce,  on  behalf  of  the  East 
Longmeadow  Rail  User  Association, 
supported  B&M  acquisition  of  the  East 
Longmeadow  Secondary.  The  Greater 
Westfield  Chamber  of  Commerce, 
located  on  the  Florence  Secondary, 
indicated  that  service  by  either  the  MC 
or  NES  would  be  satisfactory.  Both  the 
Easthampton  Chamber  of  Commerce, 
located  on  the  Florence  Secondary,  and 
the  Greater  Holyoke  Chamber  of 
Commerce  supported  either  the  NES  or 
MC  proposals  but  favored  the  MC 
application  because  it  proposed  no 
surcharges  and  is  currently  an  operating 
railroad. 

Final  Discussions  and  Negotiations 

After  submission  of  purchase 
proposals  on  October  23, 1981, 
submission  of  a  completed  MC  proposal 
dated  October  31, 1981,  and  review  of 
public  comments  on  the  proposals, 
meetings  were  held  between  FRA  staff 
and  representatives  of  the  MC  and  NES. 
Discussions  at  these  meetings  focused 
on  additional  materials  provided  to 
clarify  the  two  proposals,  the  extent  to 
which  each  railroad  could  quality  as  a 
purchaser  under  section  305(g),  and  the 
progress  of  their  negotiations  with 
Conrail  concerning  purchase  price  and 
revenue  divisions.  Meetings  were  also 
held  with  P&W  and  B&M,  as  discussed 
in  Federal  Register  Notice  No.  4,  in  the 
context  of  their  proposals  to  acquire 
Conrail  properties  in  Connecticut  and 
Rhode  Island  as  well  as  Massachusetts. 

In  response  to  those  meetings  and 
other  events  that  occurred  in  the  interim, 
both  the  MC  and  NES  submitted  further 
modifications  to  their  proposals.  The 
NES  revised  its  proposal,  reducing 
surcharges  and  the  amount  that  would 
be  spent  for  rehabilitation  to  $237,500. 
The  MC  revised  its  financing  plan  by 
deciding  to  seek  long-term  financing 
from  a  commercial  bank  and  from  the 
Small  Business  Administration. 

While  the  MC  did  not  formally  modify 
its  proposal  to  seek  transfer  of  only  the 
Holyoke  and  Florence  Secondaries,  it 
held  informal  discussions  with  FRA  staff 
and  provided  materials  regarding  its 
projected  financial  performance  if  it 
were  to  acquire  the  Florence  and 
Holyoke  lines. 

The  MC  assumed  in  preparing 
subsequent  financial  projections  that  it 
would  spend  $315,000  to  purchase  the 
Holyoke  and  Florence  Secondaries, 
$263,750  to  rehabilitate  them  and 
$100,000  for  equipment. 
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Analysis  of  Proposals 

Section  305(g)  of  the  3R  Act  requires 
the  Administrator  to  transfer  Conrad's 
properties  and  freight  service 
obligations  for  the  five  Massachusetts 
lines  discussed  herein  to  another 
railroad  or  railroads  in  the  region  found 
to  be  qualified.  In  assessing  the 
qualifications  of  the  prospective 
purchasers,  and  their  respective 
capabilities  to  meet  the  legislative 
requirement  to  provide  service  for  4 
years  on  a  self-sustaining  basis,  it  was 
necessary  in  the  analysis  of  the  MC  and 
NES  proposals  to  consider  certain 
financial  and  operating  contingencies 
implicit  in  the  proposals. 

The  specific  requirements  of  section 
305(g),  together  with  other 
considerations  set  forth  in  Notice  No.  3 
46  FR  47268  (September  24, 1981),  were 
considered  in  reviewing  the  proposals 
and  making  this  determination. 

Providence  and  Worcester 

The  P&W  initially  submitted  a 
proposal  under  section  305(f)  to  acquire 
all  of  Conrad's  freight  operations  and 
freight  service  obligations  in  Rhode 
Island  and  Connecticut  and  the  Canaan, 
North  Adams,  and  East  Longmeadow 
Secondaries  in  Massachusetts.  It 
indicated  that  should  the  Secretary  elect 
to  direct  that  the  Massachusetts  lines  be 
transferred  under  section  305(g)  the 
P&W  would  seek  trackage  rights  over 
the  East  Longmeadow  Secondary  under 
section  305(f).  In  his  December  4, 1981 
letter  to  the  P&W,  Conrad  and  the  B&M 
proposing  elements  of  an  FRA  plan  in 
settlement  of  the  issues  in  dispute  under 
sectin  305(f),  which  is  further  discussed 
in  Notice  No.  4,  the  Administrator 
indicated  that  the  Canaan,  North  Adams 
and  East  Longmeadow  Secondaries 
would  be  transferred  to  the  B&W  under 
section  305(g).  The  P&W  did  not  object. 

Boston  and  Maine 

The  B&W  proposed  to  acquire  the 
Canaan,  North  Adams,  and  East 
Longmeadow  Secondaries,  independent 
of  its  proposed  purchase  of  Conrail  lines 
in  Connecticut.  Therefore,  the  B&M 
proposal  for  these  lines  was  considered 
solely  within  the  requirements  of  section 
305(g).  The  B&M  proposed  to  devote  one 
locomotive  and  crew  to  each  of  the  three 
lines  and  to  provide  service  levels 
greater  than  existing  Conrail  service.  It 
proposed  to  spend  $295,550  per  year  for 
normalized  maintenance  of  the  Cannan 
and  North  Adams  Secondaries  and 
$64,400  to  maintain  the  East 
Longmeadow  Secondary.  All  lines 
would  be  maintained  for  not  less  than  10 
m.p.h.  operation. 


B&M’s  traffic  projections  for  the  North 
Adams,  Canaan,  and  East  Longmeadow 
Secondaries  represent  a  10-percent 
decline  in  traffic  from  Conrad's  1980 
levels,  or  3,396  carloads  per  year.  B&M 
used  the  reduced  traffic  level  as  a 
conservative  test  to  its  ability  to 
generate  a  positive  cash  flow  from  the 
operations. 

The  B&M  estimated  it  would  realize 
revenue  of  $535  per  car  for  total  annual 
revenues  from  the  lines  of  $1,818  million. 
It  projected  operating  costs  of  $1,564 
million  annually. 

The  North  Adams  Secondary  connects 
with  the  B&M  east-west  mainline,  and 
B&M  expects  to  achieve  longer  hauls  on 
traffic  originating  or  terminating  on  its 
system  from  the  Massachusetts  lines. 

FRA  staff  analysis  concluded  that 
B&M’s  traffic,  revenue  and  cost 
projections  were  very  reasonable  and 
would  support  a  determination  that 
service  could  be  maintained  on  a  self- 
sustaining  basis  for  four  years. 

Trackage  Rights 

The  B&M  requested  trackage  rights 
between  Pittsfield  and  North  Adams 
Junction  to  operate  the  Canaan  and 
North  Adams  Secondaries  and  at 
Springfield  to  obtain  access  to  the  East 
Longmeadow  line. 

New  England  Southern  . 

Legal  Qualifications 

Under  the  laws  of  the  Commonwealth 
of  Massachusetts,  the  NES  must  be 
authorized  to  operate  as  a  railroad  by 
special  act  of  the  legislature  before  it  is 
permitted  to  initiate  service.  A  bill  that 
would  satisfy  this  requirement  has  been 
introduced  in  the  Massachusetts 
legislature.  NES  expects  the  bill  to  be 
enacted  in  the  near  future.  Pending 
enactment  of  that  bill,  NES  would  seek 
interim  authorization  to  operate  from  the 
Interstate  Commerce  Commission  and 
would  request  the  concurrence  of  the 
Massachusetts  Executive  Office  of 
Transportation  and  Construction  with 
that  action. 

,  Financial  Qualifications 

The  NES  financial  proposal  included  a 
written  commitment  from  a  commercial 
bank  for  an  eight-year  loan  of  $150,000 
conditioned  upon,  (1)  other  investors 
providing  $100,000,  and  (2)  shippers 
providing  funding  of  $150,000.  The  NES 
has  secured  stock  subscription 
commitments  of  $90,000,  and  has 
deposited  $22,510  in  an  escrow  savings 
account.  The  NES  has  made  substantial 
progress  in  obtaining  commitments  from 
shippers  to  advance  $150,000  at  low 
interest  terms,  with  repayment  based 
upon  the  volume  of  traffic  shipped.  The 


NES  stated  that  it  is  confident  it  can 
achieve  a  capitalization  of  not  less  than 
$400,000  prior  to  the  commencement  of 
operations.  The  projected  level  of 
capitalization  would  permit  the  NES  to 
purchase  the  properties  for  cash  and  to 
operate  with  sufficient  working  capital 
to  cover  any  anticipated  losses  from 
early  operations.  Tlie  level  and  the 
balance  of  debt  and  equity  in  the 
capitalization  plan  results  in  a 
reasonable  debt  structure  with  the  debt 
satisfied  at  the  end  of  eight  years. 

Operations 

The  NES  proposed  five  day  per  week 
service  on  the  Holyoke  Secondary  and 
to  customers  located  at  Westfield  on  the 
Florence  Secondary,  and  three  day  per 
week  service  on  the  remainder  of  the 
Florence  Secondary.  It  proposed  two 
crew  assignments  and  70  to  75  crew 
hours  a  week  to  meet  the  service  plan. 
The  NES  proposed  to  spend  $93,400  for 
track  maintenance  in  1982.  In  addition, 
NES  proposed  to  spend  $237,500  during 
the  next  four  years  for  necessary- 
rehabilitation  of  the  two  lines  which 
would  be  obtained  through  special 
tariffs. 

While  the  NES  is  not  currently  an 
operating  railroad,  it  has  the  services  of 
an  experienced  short  line  railroad 
manager.  It  has  a  lease  commitment  at  a 
reasonable  cost  for  a  1,000  horsepower 
locomotive,  which  is  sufficient  for  the 
proposed  operating  plan,  and  has  access 
to  a  second  locomotive  on  a  short  term 
lease  basis. 

Traffic,  Revenues,  and  Costs 

The  NES  projected  it  would  carry 
3,000  cars  in  1982,  and  that  traffic  will 
increase  to  3,380  cars  in  1985.  Conrail 
carried  approximately  2,000  cars  on  the 
two  lines  in  1980.  The  NES  traffic 
projection  assumes  that  the  railroad  will 
regain  former  Conrail  traffic  through  its 
ability  to  provide  service  oriented  to 
shippers’  needs,  and  that  it  will  obtain 
approximately  500  cars  now  carried  by 
the  B&M  by  leasing  necessary  B&M  lines 
adjacent  to  those  NES  would  assume 
under  this  transfer.  The  NES  cited 
information  obtained  through  extensive 
interviews  with  shippers  on  the  lines  to 
support  its  traffic  projections. 

The  NES  projects  revenues  of  $580,000 
in  1982,  exclusive  of  revenue  from 
special  tariffs  received  to  fund 
rehabilitation,  and  operating  expenses 
less  description  of  approximately 
$527,000.  After  including  the  cost  of 
rehabilitation  and  repayment  of  shipper 
advances,  the  revenue  from  the  special 
rehabilitation  tariff,  and  $30,000  debt 
service  on  its  bank  loan,  the  NES 
projected  a  positive  cash  flow  before 
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taxes  of  approximately  $40,000  in  1982. 

It  also  projected  that  it  would  continue 
in  a  positive  cash  position. 

FRA  has  concluded  that  there  is  a 
reasonable  likelihood  that  NES  will 
obtain  its  corporate  charter  and 
financing  in  a  timely  manner.  Detailed 
review  by  FRA  staff  indicates  that  while 
it  is  not  possible  to  fully  predict  traffic 
and  revenue  levels,  the  NES  projection 
falls  within  an  achievable  range.  In 
addition,  NES  expense  projections 
appear  conservative.  In  summary,  it 
appears  likely  that  NES  will  be  able  to 
provide  self-sufficient  rail  service  on  a 
continuing  basis. 

Massachusetts  Central 

Financial  Qualifications 

In  order  to  purchase  and  initiate 
service  on  the  Florence,  Holyoke  and  E. 
Longmeadow  Secondaries  the  MC 
proposed  to  rely  largely  on  borrowed 
funds  from  conventional  and 
government  loan  sources.  The  MC’s 
financing  proposal  included  the 
procurement  of  a  conventional  first 
mortgage  loan  for  approximately 
$450,000,  a  Small  Business 
Administration  (SBA)  guaranteed 
second  mortgage  loan  of  $360,000,  and 
common  stock  of  $110,000.  The  MC  has 
obtained  $110,000  in  common  stock 
purchase  commitments.  Some  $50,000  of 
those  commitments  would  be  satisfied 
by  refinancing  of  a  locomotive  that 
secures  currently  outstanding  loans  from 
the  investors  to  the  MC  and  reinvesting 
the  proceeds  of  the  refinancing  in 
common  stock.  The  equity  investors 
have  placed  $18,000  of  the  $110,000  in  an 
escrow  account,  and  have  assigned  a 
$50,000  demand  note  from  the  bank  to 
the  account. 

A  commercial  bank  provided  the  MC 
a  letter  indicating  an  SBA  guarantee 
appeared  to  be  a  viable  method  for 
providng  funding  and  indicating  the 
bank  would  look  forward  to  pursuing 
the  MC’s  request  for  first  mortgage 
financing  further  with  the  intention  of 
providing  the  funding.  No  commitment 
has  been  made  to  provide  the  loan.  An 
SBA-certified  development  corporation 
has  agreed  to  accept  the  second 
mortgage  if  the  SBA  approves  a  loan 
guarantee.  Financial  support  has  been 
offered  to  the  MC,  as  well  as  the  NES, 
by  one  shipper. 

Based  on  the  proposed  acquisition  of 
only  the  Florence  and  Hoyoke 
Secondaries,  the  MC  financing  proposal 
was  modified  to  reduce  the  conventional 
financing  to  $383,500  and  the  SBA 
guaranteed  loan  to  $307,000. 

The  MC  estimated  it  would  take  six  to 
eight  months  to  conclude  the  financing 
process,  and  it  proposed  to  enter  into  a 


lease-purchase  agreement  with  Conrail 
in  order  to  begin  interim  operations. 
While  it  is  conceivable  that  operations 
could  commence  in  early  1982,  FRA’s 
staff  analysis  indicates  that  continued 
operations  could  not  be  sustained  unless 
the  loans  were  obtained.  The  analysis 
also  indicated  that  if  all  financing  were 
obtained  the  level  and  the  balance 
between  debt  and  equity  of  the 
capitalization  plan  would  result  in  a 
burdensome  debt  structure. 

Operations 

The  MC  proposed  to  operate  the  two 
lines  generally  separate  from  its  existing 
operation  of  the  Ware  River  Secondary. 
The  Ware  River  Secondary  is  leased  by 
the  Commonwealth  of  Massachusetts 
and  the  MC  is  the  contract  operator. 
Subsidy  is  provided  on  a  month  to 
month  basis  by  the  Massachusetts 
Executive  Office  of  Transportation  and 
Construction.  In  1980,  subsidy  payments 
were  approximately  $145,000.  The  MC 
proposed  to  continue  operation  of  the 
Ware  River  Line.  The  MC  proposed  five 
day  per  week  service  on  the  Holyoke 
Secondary  and  to  customers  located  at 
Westfield  on  the  Florence  Secondary, 
and  three  day  per  week  service  on  the 
remainder  of  the  Florence  Secondary.  It 
proposed  one  crew  assignment  and  45  to 
50  hours  per  week  to  meet  the  service 
plan.  It  proposed  to  spend  $68,600  for 
normalized  maintenance  in  1982.  In 
addition,  the  MC  proposed  to  spend 
$263,750  during  the  next  four  years  for 
necessary  rehabilitation  of  the  two  lines. 
Funding  for  the  rehabilitation  would  be 
obtained  through  the  conventional  bank 
and  SBA  loans. 

FRA  staff  analysis  of  the  operating 
plan  concluded  that  the  projected 
schedule  of  service  was  optimistic  and 
the  actual  operating  times  could  be 
substantially  greater. 

Traffic,  Revenue  and  Costs 

The  MC  projected  it  would  carry  2,944 
cars  in  1982.  Conrail  carried  2,000  cars 
on  the  lines  in  1980.  In  common  with  the 
NES  proposal,  the  MC  proposal  included 
an  assumption  that  it  would  obtain 
approximately  500  cars  now  carried  by 
the  B&M  by  leasing  necessary  B&M  lines 
adjacent  to  those  MC  would  acquire 
under  this  transfer  and  that  it  would 
regain  former  Conrail  traffic  through  its 
ability  to  provide  service  oriented  to 
shippers’  needs.  In  addition,  the  MC 
projected  that  it  will  carry  941  cars  on 
the  Ware  River  Secondary  in  1982, 
compared  with  the  491  cars  it  carried  on 
the  line  in  1980.  The  MC  stated  that  the 
projections  are  based  on  information 
obtained  in  interviews  with  shippers 
and  MC  experience  and  judgment. 


The  MC  projected  revenues  of 
$726,000  in  1982,  including  revenues 
from  traffic  on  the  Hoyoke  and  Florence 
Secondaries  of  $560,000  and  $166,000  in 
revenues  from  traffic  on  the  presently 
subsidized  Ware  River  Secondary.  Like 
those  of  the  NES,  it  is  not  possible  to 
fully  assess  MC’s  traffic  and  revenue 
projections  for  Holyoke  and  Florence. 

No  analysis  was  made  of  Ware  River 
traffic  growth,  but  we  would  question 
the  feasibility  of  a  doubling  of  carloads 
in  one  year. 

The  MC  projected  expenses, 
excluding  depreciation,  of 
approximately  $535,000  to  operate  the 
Holyoke,  Florence,  and  Ware  River 
Secondaries  in  1982,  including  $409,000 
to  operate  the  Holyoke  and  Florence 
Secondaries. 

After  including  the  $127,000  debt 
service  on  its  conventional  bank  and 
SBA  loans,  the  MC  projected  a  positive 
cash  flow  before  taxes  on  the  Holyoke 
and  Florence  Secondaries  of 
approximately  $25,000. 

The  FRA  considers  the  MC’s  operating 
expense  estimates  to  be  based  on 
optimistic  assumptions  regarding  service 
schedules  and  car  turnaround  time. 

More  realistic  service  schedules  and  car 
hire  expenses  would  increase  annual 
operating  expense  on  the  Florence  and 
Holyoke  Secondaries  by  approximately 
$30,000  to  $40,000. 

FRA  staff  concludes  that  the  MC 
would  not  be  able  to  achieve  its 
financial  requirements  within  a 
reasonable  time  and  further  believes  it 
imprudent  to  begin  interim  operations 
without  key  elements  of  the  financing 
package  in  place.  The  large  annual  debt 
service  contemplated  in  the  MC 
financial  plan  would  place  a  severe 
burden  on  its  chances  for  long  term 
financial  viability.  In  addition,  MC’s 
projected  expenses  are  considered 
optimistic  for  the  level  of  service 
proposed. 

ADMINISTRATIVE  DETERMINATION: 

Canaan,  North  Adams  and  East 
Longmeadow  Secondaries 

Transfer  of  properties.  The  Canam, 
North  Adams  and  East  Longmeadow 
Secondaries  shall  be  transferred  to  the 
B&M.  The  B&M’s  proposal  provides  for 
more  single  line  service  to  shippers  on 
the  lines  and  the  properties  are  directly 
connected  to  its  present  system  or 
within  a  reasonable  distance. 

Price.  The  properties  shall  be 
transferred  for  a  price  of  $550,000,  the 
price  proposed  by  the  B&M,  on  the  terms 
with  respect  to  recapture  of  proceeds  of 
sale  agreed  to  between  Conrail  and 
B&M. 
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Divisions.  The  division  of  joint  rates 
over  through  routes  shall  be  in 
accordance  with  the  agreement  between 
Conrail  and  the  B&M. 

Trackage  rights.  The  B&M  shall  be 
granted  the  trackage  rights  requested  in 
its  proposal  between  Pittsfield  and 
North  Adams  and  at  Springfield.  Cars 
carried  over  those  trackage  rights  by  the 
B&M  shall  be  assessed  the  charge 
agreed  to  between  Conrail  and  the  B&M. 

Holyoke  and  Florence  Secondaries 

Transfer  of  Properties.  The 
Administrator  cannot  find  at  this  time 
that  either  the  NES  or  MC  is  a  qualified 
purchaser  fot  the  Holyoke  and  Florence 
Secondaries  within  the  meaning  of 
section  305(g)(2)  of  the  3R  Act.  Given  a 
reasonable  amount  of  additional  time, 
however,  it  appears  that  the  NES  is 
more  likely  than  MC  to  be  able  to  secure 
the  legal  authorizations  and  financing 
arrangements  necessary  to  be  found 
fully  qualified  to  undertake  service 
responsibilities  on  a  timely  basis  and 
continue  those  services  on  a  self- 
sustaining  basis.  Accordingly,  transfer 
of  these  properties  to  the  NES  is 
expressly  conditioned  upon  certain 
terms  and  conditions  to  ensure  that,  at 
the  time  of  transfer,  NES  will  be 
financially  self-sustaining  and  able  to 
provide  a  reasonable  assurance  of 
continued  service  on  the  acquired  lines 
for  at  least  four  years.  The  Holyoke  and 
Florence  Secondaries  and  Westfield 
Yard,  including  the  yard  office  structure 
at  Westfield  Yard,  shall  be  transferred 
to  the  NES  subject  to  the  following 
conditions: 

(1)  The  transfer  shall  be  consummated 
no  later  than  March  1, 1982. 

(2)  As  of  the  conveyance  date: 

(a)  The  NES  shall  have  been 
incorporated  in  the  Commonwealth  of 
Massachusetts; 

(b)  The  NES  shall  have  received  all 
governmental  authorizations  necessary 
to  provide  rail  operations  over  the 
transferred  lines; 

(c)  The  NES  shall  have  obtained 
financing  in  the  following  amounts  on 
terms  substantially  similar  to  those 
stated  in  the  NES  proposal  under  section 
305(g): 

(i)  A  loan  from  a  bank  or  other 
financial  institution  of  at  least  $150,000; 


(ii)  A  low-interest  loan  from  one  or 
more  shippers  on  the  transferred  lines  in 
the  principal  amount  of  at  least  $150,000; 

(iii)  No  less  than  $100,000  from  the 
sale  of  common  stock  of  the  NES;  and 

(d)  The  NES  shall  have  obtained  an 
unconditional  written  commitment  from 
one  or  more  financially  responsible 
persons  to  purchase  additional  NES 
common  stock  in  the  amount  of  at  least 
$20,000  by  no  later  than  July  1, 1982. 

(3)  Without  the  prior  written  consent 
of  the  Administrator,  during  the  first 
four  years  following  consummation  of 
the  purchase; 

(a)  The  NES  will  not  declare  or  pay 
any  dividend  or  make  any  other 
distributions  of  capital  to  the  holders  of 
any  class  of  its  capital  stock; 

(b)  The  NES  will  not  purchase  or 
redeem  any  of  its  securities; 

(c)  The  NES  will  not  at  any  time 
appropriate  assets  related  to  or  derived 
from  railroad  operations  to  nonrailroad 
enterprises;  and 

(d)  The  NES  will  not  commence  rail 
service  over  any  line  other  than  the 
transferred  lines,  nor  will  it  engage  in  a 
line  of  business  other  than  that  in  which 
it  is  engaged  at  the  time  the  transfer  is 
consummated. 

Price:  The  properties  shall  be 
transferred  for  a  price  of  $230,000,  which 
is  fair  and  equitable  considering  the 
purchase  price  established  for  file  other 
Massachusetts  properties  and  the 
division  of  revenues  established  for 
traffic  on  these  properties.  The  terms  of 
the  sale  regarding  asset  conveyance  and 
sales  shall  be  similar  to  those  agreed  to 
by  Conrail  and  the  B&M.  Under  these 
terms,  proceeds  from  asset  sales,  should 
they  occur,  are  to  be  shared  by  Conrail 
and  the  NES  during  the  initial  eight-year 
period  following  consummation  of  the 
purchase.  Additionally,  nonoperating 
assets  are  excluded  from  conveyance. 

Divisions:  The  division  of  joint  rates 
over  through  routes  shall  be  those 
established  by  the  Administrator  as 
being  fair  and  equitable. 

Trackage  rights:  no  trackage  rights 
have  been  requested  by  the  NES. 

In  the  event  the  NES  fails  to  comply 
with  any  of  the  conditions  set  forth 
above  by  March  1, 1982,  the  transfer 
process  shall  be  reopened. 

In  consideration  of  the  foregoing,  IT  IS 
ORDERED  that  Conrail  shall  transfer  its 


properties  and  freight  service 
obligations  identified  in  section  305(b)(1) 
of  the  3R  Act  to  the  parties  designated  in 
this  Notice  as  of  the  date(s)  specified  in 
this  Notice  or  as  directed  by  further 
Order  of  the  Administrator. 

It  is  further  ordered  that: 

I.  Each  party  that  accepts  a  transfer  of 
properties  and  freight  service 
obligations  pursuant  to  this  Order  shall 
be  deemed  (i)  to  guarantee,  and  shall 
guarantee,  and  (ii)  to  agree  to  provide, 
and  shall  provide,  continuous  service 
over  such  properties  substantially  in 
accordance  with  the  acquisition 
proposal  submitted  to  the  FRA  by  that 
party  for  at  least  four  years  immediately 
following  consummation  of  the  transfer. 

2.  Each  party  that  accepts  a  transfer  of 
properties  and  freight  service 
obligations  pursuant  to  this  Order  shall 
be  deemed  to  agree,  and  shall  agree, 
that  any  dispute  not  otherwise  resolved 
concerning  the  precise  properties  to  be 
transferred,  conveyance  date,  operating 
rights,  divisions,  payment  of  the 
purchase  price  and  any  other  matter 
relating  to  or  arising  under  the  transfers 
directed  pursuant  to  this  Order  shall  be 
submitted  to  the  Administrator  for 
decision.  The  Administrator  shall  decide 
any  such  dispute  based  upon  the  best 
available  evidence. 

3.  Each  party  that  accepts  a  transfer  of 
properties  and  freight  service 
obligations  pursuant  to  this  order  shall 
be  deemed  to  consent,  and  shall 
consent,  to  the  in  personam  jurisdiction 
of  the  Special  Court  created  pursuant  to 
section  209  of  the  3R  Act  with  respect  to 
any  proceeding  before  that  Court 
seeking  enforcement  of  this  Order. 

Issued  in  Washington,  D.C.,  on  December 

II,  1981. 

Robert  W.  Blanchette. 

Administrator. 

[Editorial  Note: — No  Appendix  A  is 
included  in  this  document.) 

Appendix  B 

Rail  Properties  of  the  Consolidated 
Rail  Corporation  (Conrail)  in  the  State  of 
Massachusetts  with  extension  into 
Connecticut  and/or  trackage  rights  in 
the  State  of  Massachusetts  which  are 
transferred  pursuant  to  section  305(g)  of 
the  Regional  Rail  Reorganization  Act  of 
1973,  as  amended. 


Between  1 

M.P.  to  M.P.1 

CR 

code 

Owner 

Transferee 

Transferee  interest ! 


State  ot  Massachusetts— Conrail  New  England  Division 


50  0  to  85  9 _ _ _ 

0.0  to  2.5  * . . . . 

2  5  to  18.5 . 

41-4220 

41-4141 

B&M . 

(») . 

Boston  and  Albany  Main  Line  ... 
East  Longmeadow  Secondary... 

148.2  to  1508 . 

B&M . 

B&M . 

Springfield  and  State  Line  (CT) . 

0.0  to  8.8 . 

41-4255 

Conrail . 

B&M . 

Ownership 
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Line  name 

Between  * 

M.P.  to  M  PT 

CR 

code 

Owner 

Transferee 

Transferee  interest 2 

West  Springfield  to  Springfield ... 

West  Springfield  and  Springfield . 

98.1  to  98.6 . 

B&M . 

0.0  to  11.9 . 

41-4249 

41-4248 

Holyoke  Secondary  5 . 

31.7  to  43.5 . 

NFS  4 

State  of  Connecticut— Conrail  New  England  Division 

Canaan  Secondary . 

41-4220 

41-4255 

wwwgmim 

East  Longmeadow  Secondary  ... 

rrrvnrwmmMmm 

kQVffljj&ypi  ■■■ } 

m4mmm9 

■■■Mi 

1  Approximate  stations  and  mileposts  defining  property  and  trackage  rights  transferred. 

2  Transferee  Interest:  Ownership— same  title  ConraH  has  currently.  Overhead  Trackage  Rights — excludes  local  service. 

Pittsfield  Yard  will  remain  with  Conrail.  Ownership  of  remainder  of  line  to  milepost  2.5  will  be  as  agreed  by  Conrail  and  B&M  or  resolved  as  provided  in  paragraph  2  of  Administrator's 


4  Conditional  transfer. 

1  Includes  Westfield  Yard.  Conrail  win  continue  to  use  part  of  the  yard  as  agreed  by  Conrail  and  NES  or  as  resolved  as  provided  in  paragraph  2  of  Administrator’s  Order 
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Transfer  Proposal  for  Connecticut  and  Rhode  Island  Lines 


Transfer  Proposal  for  Massachusetts 


(FR  Doc.  81-36033  Filed  12-18-81;  8:45  am| 

BILLING  CODE  4910-06 -C 


